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COVER PHOTOGRAPH 

Close-up view of the new kraft linerboard mill at 
New Richmond, Que.; mill shops and stores in left 
foreground, administrative offices in right fore- 
ground, machine room and steam plant in left and 
right background, respectively. 
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Highlights 1965 (Note 1) 


Net Sales 
Net Income 


Dividends Declared 
Preferred shares (Note 2) 
Class A shares 

Common shares 


Earnings per Common Share (Note 3) 


Major Applications of Funds 
New Kraft Linerboard Mill: 

Capital Expenditures 

Preproduction and start-up expenses 


Other Properties: 
Net Capital Expenditures 


Production 
Tons of Paperboards (Note 4) 
Tons of Corrugated Products 


Number of Employees (Note 5) 


Number of Common Shareholders 


Canadian registered 
Other 


1965 


$51,136,450 


$ 2,154,226 


$ ~315,000 
$ 1,000,000 
$ 489,930 


85 


$13,863,300 
2,990,459 


16,853,759 


6,001,697 


$22,855,456 


191,425 
121,453 


3,768 


1,548 
49 


1964 


$49,225,292 


$ 2,672,412 


$ 354,375 
$ 1,000,000 
$ 487,972 


i739 


$24,570,003 
368,619 


24,938,622 


2,062,676 


$27,001,298 


171,894 
120,381 


3,334 


NOTES 1. The operating results of Twinpak Ltd. for the year have been consolidated where applicable 


to these highlights. 


2. Dividends declared on the preferred shares in 1964 include the dividend of $39,375 declared 


for the period from January 15 to February 28, 1964. 


3. Earnings per common share are based on 981,090 and 975,060 common shares outstanding at 


December 31, 1965 and 1964 respectively. 


4. Tons of paperboards produced in 1965 include production of 21,560 tons from the new kraft 


linerboard mill during start-up. 


5. Number of employees in 1964 has been adjusted to include woodlands employees now considered 


of permanent category as a result of woodlands mechanization. 


BATHURST PAPER LIMITED 


635 DORCHESTER BLVD. WEST, MONTREAL 2, QUEBEC 


March 11, 1966 


To the Shareholders: 


Your Directors submit the Annual Report of the Company for the fiscal 
year ended December 31, 1965. 


In the following pages you will find a detailed review of the Company’s 
activities during 1965, the consolidated financial statements for the year, the 
Auditors’ report and a ten-year summary. 


Highlights of the results of the Company’s operations in 1965 appear 
on the opposite page. Earnings declined owing to rising costs, additional expenses 
related to i n of new Manufacturing facilities and to-increased competition 
in the sale of ous products. 


—_—_—_— a 


The year 1965 was one of major transition for the Company in many 
respects. Extensive preparation was required in anticipation of integrating the new 
kraft linerboard mill and additional converting facilities into the Company’s 
operations. Your Directors are pleased to report that this work was substantially 
completed by the end of the year. 


In addition to the foregoing, studies were undertaken concerning future 
development of the mills at Bathurst, New Brunswick. The Company also entered 
into equal partnership with Bowaters Canadian Corporation Limited for the future 
establishment of a major pulp and paper operation in British Columbia. An 
immediate participating position in the plastic container field was acquired 
through acquisition of a controlling interest in Twinpak Ltd. 


The outlook for the Company in 1966 is favourable. An appreciable 
increase in volume of business is anticipated together with resulting improvement 
in earnings for the year. 


The demands upon the employees of the Company were heavy throughout 
the year 1965. We sincerely thank them for their spirited and creditable response. 


On behalf of the Board, 


GA Aibly Ln 


R. L. Weldon, R. A. Irwin, 
Chairman of the Board President 


Main woodlands highway bridge, under construction by Company 
personnel, crossing the west branch of the Bonaventure River, Que. 


The Year in Review 


In 1965 the Company experienced a year of tran- 
sition as a result of the following major develop- 
ments. The new kraft linerboard mill at New 
Richmond, Que., commenced start-up in the latter 
part of the year. The capacity of the Company to 
produce corrugating medium at Bathurst, N.B., was 
doubled. Manufacturing facilities for corrugated 
products were enlarged through establishment of a 
new container plant in Ontario. The Company 
acquired a major interest in Bulkley Valley Pulp 
& Timber Limited under an equal partnership 
arrangement with Bowaters Canadian Corporation 
Limited. With effect as of January 1, 1965, the 
Company also acquired a controlling interest in 
Twinpak Ltd. The operating results of Twinpak Ltd. 
for the year have been consolidated in the financial 
statements submitted herein. 


Net sales in 1965 amounted to $51,136,450 com- 
pared with $49,225,292 in the preceding year. 
Demand for all grades of paperboards continued 
at a high level during the year in both export and 
domestic markets. Although the governmental sur- 


charge on imports into the United Kingdom, in 
effect throughout the year, significantly reduced 
the volume of corrugating medium exported by the 
Company to that market area, the decline was 
substantially offset by an increase in exports of 
containerboards to other European markets. 

A stable price structure for paperboards existed 
throughout the year with nominal improvement in 
prices received by the Company for some grades. 
Selling prices of corrugating medium in Germany 
and France increased slightly in April and June, 
respectively. In September, a moderate increase 
became effective in the domestic selling prices of 
certain grades of boxboards and in the revenue 
received from sales of boxboards when ordered in 
small quantities. 

Sales of corrugated products increased moder- 
ately over sales in 1964. On November 21, 1965, 
an increase of 3% in the selling prices of cor- 
rugated products became effective. 


Total output of 169,665 tons of paperboards from 
the mill at Bathurst, N.B., was slightly below the 
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volume produced in 1964. At this level of produc- 
tion, the mill operated virtually on a full-time basis 
throughout the year. Production of linerboard from 
the new mill at New Richmond, Que., following 
commencement of start-up, amounted to 21,560 
tons. Of this amount, 8,592 tons were sold as 
start-up tonnage and the balance taken into regu- 
lar year-end inventory. Revenue received from the 
sale of start-up tonnage has been credited to 
preproduction and start-up expenses in the finan- 
cial statements. 

The quality of linerboard produced by the new 
mill has proved satisfactory. Shipments have been 
made to all major domestic and export customers 
of the Company. Physical tests and other operating 
qualities of the linerboard have been made and 
evaluated by these customers and found to be 
fully acceptable, with general performance of the 
board rated above average. 

Production of 121,453 tons of corrugated prod- 
ucts in 1965 was slightly above the volume produced 
in the preceding year. 


Income 


Net income in 1965 was $2,154,226 compared 
with $2,672,412 in 1964. 

During the year the Company experienced rising 
manufacturing costs and increased expense in the 
conduct of its business. A large portion of the 
increase in expense was associated with expansion 
in various functions of the Company required to 
handle substantially increased production and sales 
anticipated in 1966 arising from major additions 
to manufacturing capability. Market conditions 
continued to be highly competitive throughout the 
year, particularly with respect to the sale of cor- 
rugated products. 

Start-up expenses to December 31, 1965, asso- 
ciated with the new kraft linerboard mill have 
been deferred and thus have not been charged 
against income for the year. 

Earnings per common share in 1965, after de- 
ducting annual fixed dividends of $1,315,000 on 
the preferred and Class A shares, were $0.85 per 
share calculated on 981,090 common shares out- 
standing at the end of the year. Earnings per 
common share in 1964 were $1.39 calculated on 
975,060 common shares outstanding at the end 
of that year. 

In 1965 the Company formed a new wholly- 
owned subsidiary, Bathurst Paper (Chaleurs) Lim- 
ited, to operate the new mill facilities. This sub- 
sidiary was incorporated in order to conform with 
income tax legislation permitting exemption from 


tax, for a period of 36 months, on the income of a 
business established under the conditions pre- 
scribed in the legislation. 

Discussions between the Company and the fed- 
eral Department of Industry have taken place con- 
cerning the determination by the Department of 
the commencement date of the 36-month tax holi- 
day period applicable to the income from operations 
of the new mill. The commencement date has not 
yet been definitely established. 


Dividends 


The dividend rate on the common shares in 1965 
was maintained at the same level as that for the 
preceding year, namely, $0.50 per share. 

Total dividends declared during the year 
amounted to $1,804,930. This amount comprises 
the fixed annual dividend of $1.05 per share on 
the 544% 1963 series preferred shares amounting 
to $315,000, the fixed annual dividend of $2.50 
per share on the Class A shares amounting to 
$1,000,000, and dividends on the common shares 
amounting to $489,930. 


Financial Position 


The Consolidated Statement of Financial Position as 
at December 31, 1965, reflects significant change 
compared with the statement of the preceding 
year. Particulars of the comparison are set forth 
in the Statement of Source and Application of 
Funds. 

Cash flow from operations in 1965 plus the bal- 
ance remaining in the construction fund, together 
with other proceeds, provided funds of $10,731,345. 

Funds applied during the year amounted to 
$26,497,734. Major applications of funds, totalling 
$22,855,456, comprised capital expenditures of 
$13,863,300 for completion of the new kraft liner- 
board mill, preproduction and start-up expenses of 
$2,990,459 relating to the mill, and net capital 
expenditures of $6,001,697 for additions to other 
properties of the Company. 

Funds applied in 1965 exceed by $15,766,389 
the funds provided, resulting in a reduction of 
working capital from $26,851,271 at the end of 
1964 to $11,084,882 at December 31, 1965. 

Short-term investments held in working capital 
at December 31, 1964, were sold during 1965, 
providing cash in the net amount of $10,141,690. 
The Company also borrowed funds during the year 
on a short-term basis through issuance of banker’s 
acceptances amounting to $5,000,000. 
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Chaleurs Division 


During the year the Company completed construc- 
tion and, toward the end of August, commenced 
start-up of the new kraft linerboard mill. 

Construction of the mill and establishment of 
the related mechanized woods operation were 
accomplished substantially within the original esti- 
mate of funds required for the purpose. 

Total cost of the entire project to December 31, 
1965, amounted to $45.4 million, including out- 
standing commitments, deferred interest, and pre- 
production and start-up expenses. The original 
estimate of funds required for construction of the 
mill, development and mechanization of woods 
operations, start-up expense and net interest dur- 
ing construction was subsequently increased to 
$43.5 million by further appropriations for addi- 
tional facilities. The actual cost exceeds the total 
estimated cost by $1.9 million. This excess is 
attributable chiefly to additional preproduction and 
start-up expenses. 

Construction of the mill and development of its 
supporting timberlands and services progressed on 
schedule during 1965. In June the power boiler 
together with the woodyard and woodroom were 
brought into operation, followed by the pulp mill 
and linerboard machine in late August. 

Prior to the commencement of start-up, an 
extensive training program was held for all mill 
employees of whom 73% had no previous exper- 
ience in the pulp and paper industry. The majority 
of those with experience in the industry required 
training to fill positions higher than those they 
had previously held. The program was based upon 
a series of comprehensive manuals covering all 
mill departments. Completion of this preparatory 
training program has been followed by a continu- 
ing program of on-the-job training for all operating 
personnel at the mill. 

Experience during start-up has proven the lay- 
out and general design of the mill to be satisfac- 
tory. The feature of all operations being under one 
roof has been particularly advantageous under 
winter conditions. Production has increased steadi- 
ly as the supervisory staff and operating crews 
gained experience in the operation of the mill. 
Performance to date has indicated that the mill 


should reach its designed daily capacity by late 
1966, as planned. The benefits of the special fea- 
tures incorporated in the mill design to ensure a 
high standard of product quality have already been 
demonstrated. 

The Public Enquiry Commission relating to 
seven-day week operations in the pulp and paper 
industry in Quebec has not rendered its report 
prior to the date of release of this Annual Report 
for printing. In the meantime, the Commission has 
granted permission to the Company for the mill 
to be operated on a continuous basis for an interim 
period. 

Construction of the new wharf in co-operation 
with the federal Department of Public Works was 
completed satisfactorily in June, 1965. Cargoes of 
fuel oil delivered in T-2 tankers have been un- 
loaded at the wharf directly into the Company’s oil 
storage facilities. Shipments of both linerboard 
and lumber also have been loaded from the new 
wharf to ocean-going vessels. 

During the year the Company continued the 
development of a modern residential area in New 
Richmond, Que. This area, known as Chaleur Park, 
now comprises 158 fully-serviced lots with provi- 
sion for expansion to 253 lots. Installation of 
roads, street-lighting and all essential services has 
been completed and approximately 100 houses 
have already been built by employees of the Com- 
pany to whom Central Mortgage and Housing Cor- 
poration has rendered maximum assistance. Lots 
are also being sold to non-employees to ensure a 
mixed community. 

The Company gratefully acknowledges the assist- 
ance and co-operation rendered by its consultants, 
contractors and equipment suppliers toward the 
establishment of the new mill and related facilities 
as a major addition to the Company’s operations. 

The new kraft linerboard mill and its supporting 
timberlands together with the sawmill comprise 
the Chaleurs Division of the Company. The Division 
is a completely integrated organization with ac- 
counting, purchasing and related staff departments 
serving all operations of the Division. These oper- 
ations are conducted by the wholly-owned sub- 
sidiary, Bathurst Paper (Chaleurs) Limited. 


Chaleurs Division 


1. View of kraft linerboard machine showing fourdrinier 


section, press section and dryer hood. This Canadian-built 
equipment is designed for speeds up to 2,000 feet 
per minute. 


Pulp mill control panel from which cooking, washing 
and screening processes are automatically controlled. 


Kraft linerboard being wound on the reel prior to slitting 
into individual rolls at the winder. 


Truck dumper in action, with truck trailer of chips in 
highest position. From this point, chips are conveyed 
to storage pile or directly to digesters. 


Handling finished kraft linerboard in the warehouse 
which provides storage for 12,000 tons. 
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Bathurst Division 

In 1965 the Company undertook its last river drive 
of pulpwood as a result of the completion of con- 
version to mechanization of logging operations. 
Commencing in 1966, transportation of all wood 
from the Company’s timberlands will be handled 
by truck deliveries directly to the mill. The wood- 
lands road-building program was therefore con- 
tinued during the year to complete the necessary 
thoroughfares to handle this traffic. 

During the year the Company made major capital 
improvements in the mills at Bathurst, N.B. The 
expansion of the semi-chemical pulp mill was 
completed. The paperboard machine formerly used 
exclusively in the production of linerboard was 
converted toward the end of the year to produce 
hardwood corrugating medium in addition to spe- 
cialty linerboards. As a result, the capacity of the 
Company to produce corrugating medium has been 
increased to approximately 120,000 tons per an- 
num. At the end of the year, transfer of production 
of linerboard from the Bathurst containerboard 
mill to the new linerboard mill at New Richmond, 
Que., was in progress. A new chipper was installed 
at the Bathurst mills as part of a program to pro- 
vide storage of hardwood chips in place of block 
pile storage of logs. 

The Company, together with its consultants, 
conducted studies of the Bathurst mills during the 
year to ascertain the feasibility of greater utiliza- 
tion of its wood resources and manufacturing 
capability in New Brunswick. These studies have 
been directed toward the development of a pro- 
gram of further expansion whereby the Company 
will achieve these objectives for the Division. The 
Company is vigorously pursuing these studies. 


Bathurst Containers Limited 


At the close of the year, the Company had virtually 
completed the construction of a new corrugated 
container plant in St. Thomas, Ont., under the 
program of expansion referred to in the 1964 
Annual Report. This plant is located on a 15-acre 
site, has 150,000 square feet of floor area and will 
employ up to approximately 100 persons in cor- 
rugated product operations. The plant was brought 
into operation on February 1, 1966. 


The Company also substantially completed the 
construction of a plant in Lindsay, Ont., to produce 
lumber for use in the manufacture of wirebound 
cleated corrugated boxes. This plant was recently 
brought into operation. 

The expansion and modernization of the cor- 
rugated container plant in Toronto, Ont., also was 
referred to in the 1964 Annual Report. This project 
was deferred during 1965 with a view to under- 
taking the work in 1966. Architectural plans are 
now being prepared and it is anticipated that the 
project will be completed before the end of this year. 

During 1965 Bathurst Containers Limited, with 
a view to rendering an additional service to cus- 
tomers, expanded its activities in distributing 
packaging machinery in conjunction with the sale 
of corrugated products. The function of packaging 
machinery is to automate the handling and packing 
of containers in the production line of the customer 
whose products are being packaged. The advan- 
tages to the customer of utilizing packaging 
machinery in an automated “packaging system” 
are evident from gains in productivity and resulting 
savings in operating costs. Bathurst Containers 
Limited is presently an agent for eight leading 
packaging machinery companies and is becoming 
increasingly engaged in the field. 


It is with sincere regret and deep sorrow that 
the death of Mr. Lyle Dun Richardson on Septem- 
ber 28, 1965, is recorded. During his eminently 
successful career of more than forty years in the 
corrugated container industry of Canada, the late 
Mr. Richardson was associated with the Bathurst 
organization and a predecessor container company 
since the year 1934 and served as President of 
Bathurst Containers Limited since the year 1961. 
Throughout his association, the late Mr. Richardson 
made a distinguished contribution to the growth 
and success of the Company. Mr. Richardson is 
greatly missed by his business colleagues in the 
Bathurst organization and by his numerous per- 
sonal friends in the industry. 

Mr. E. H. Gibson, formerly Executive Vice- 
President of Bathurst Containers Limited, was sub- 
sequently elected President. 
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New corrugated container plant at St. Thomas, Ont., 
as it appeared in final stage of construction 


Twinpak Ltd. 
In May, 1965, the scope of operations of Bathurst 
Containers Limited was enlarged and further diver- 
sified as a result of the acquisition of a controlling 
interest in Twinpak Ltd. of Lachine, Que. This 
company sells plastic containers and other plastic 
specialties which it manufactures in two plants 
located, respectively, in Lachine and Granby, Que. 
Twinpak Ltd. was founded in 1954 and during 
the intervening years has become well established 
as an important Canadian supplier of plastic 
squeeze tubes, bottles, boxes and baskets, produce 
trays and other types and varieties of plastic 
containers. These products are manufactured by 
injection moulding, blow moulding or extrusion. 
The demand in Canada is growing for these prod- 
ucts, many of which are already very familiar to 
users of cosmetics, liquid household products, 
chemicals, pharmaceuticals and food products. 
The association of Twinpak Ltd. with the Com- 
pany has provided Bathurst Containers Limited 
with immediate access to management experience, 


employee know-how and operating plant facilities 
in the plastic container field. It is anticipated that 
this capability, together with the prominent posi- 
tion of Bathurst Containers Limited in the ship- 
ping container industry, will provide feasibility of 
further growth in both shipping container and 
plastic container business. 
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Research and De 
The Research and Development Department has 
rendered considerable technical assistance in 
start-up of the new kraft linerboard mill. Research 
work done in the Department in previous years 
had revealed that hardwood, when cooked, refined 
and handled separately up to the point of its addi- 
tion to the paperboard machine and added to the 
top stock, would produce a superior sheet of liner- 
board. Start-up of the mill has verified the effec- 
tiveness of the unique design resulting from these 
findings and has demonstrated an improvement in 
formation, surface characteristics and smoothness 
of the linerboard produced. 
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Containers manufactured by Bathurst and Twinpak 
serve a wide variety of packaging needs 


The research group on coating was very active 
during the year in keeping with the growing im- 
portance of coated boards in the Canadian market. 
A complete study of coating formulations and 
coating binders was undertaken and new formula- 
tions for appearance and printability were estab- 
lished for commercial use by the Company. 

In September, a Dietzco-Dixon pilot coater was 
installed in the Department at Bathurst, N.B. This 
experimental coater is the first of its kind in Can- 
ada and the third of its type in North America. It is 
the most sophisticated equipment available for 
coating, waxing, impregnating, laminating and siz- 
ing of all types of paperboards on a pilot plant 


scale. All new coatings of the Company’s paper- 
boards are proven out on this equipment which 
already has made savings by eliminating problems 
which would have occurred on the commercial 
coater in operation in the Bathurst Division. The 
research capability of the Company in the coating 
field has been substantially advanced by this 
installation. 

Development work by the Department concern- 
ing the application of waxes and hot melt coatings 
on containerboards was conducted during the year 
in conjunction with the installation of a curtain 
coater machine in the Whitby container plant. This 
machine applies a curtain coating of hot wax or 
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resins to corrugated containers in order to provide 
special qualities for the protection of perishable 
products. 

Previous developments by the Department re- 
lating to containerization were brought into com- 
mercial realization during the year. “Containeriza- 
tion” is a method for shipping in bulk whereby a 
large number of smaller boxes are placed in a 
large wood container to permit handling as a single 
unit for shipping. A version of containerization 
involving a consolidation box specially designed by 
the Company for air transport was approved by 
the International Air Transport Association. 


Personnel 

All labour contracts which expired in 1965, with 
the exception of two contracts concerning con- 
tainer plant employees, were successfully re- 
negotiated. The basis of settlement in all cases 
retained for the Company a position similar to 
other companies in the industry with respect to 
labour wage rates and other benefits, both of 
which have increased. 

Employees at the new kraft linerboard mill were 
organized during the year and the Union was sub- 
sequently certified as the bargaining unit by the 
Labour Relations Board of Quebec. Preliminary 
meetings were held late in the year concerning the 
first labour contract for the new mill and progress 
is being made in completing negotiations. 

Actuarial studies of the Bathurst Pension Plan 
were completed during the year, following which 
the Plan was integrated with the Canada Pension 
Plan and the Quebec Pension Plan, effective 
January 1, 1966. The integration was made sub- 
stantially on the basis of replacing certain benefits 
under the Bathurst Pension Plan by the benefits 
to be derived from the Government plans. 

The Company was successful in being able to 
attract young qualified personnel for employment 
in its various Divisions. Under prevailing circum- 
stances of a highly competitive labour market, the 
difficulty of acquiring University graduates is be- 
coming a matter of serious concern to the entire 
industry. The Company therefore established in 
1965 a formal indoctrination and training program 


for such new employees joining the Company, 
with special emphasis given to converting opera- 
tions. This program is a further extension of the 
policy of the Company to upgrade skills through 
employee training and education. 


Combines Investigation 


Reference has been made in the Annual Report 
of the Company for the preceding three years to 
the indictment against twenty companies in the 
industry including the Company and its container 
Subsidiaries for an alleged offence during the 
period from 1947 to 1954. 

The indictment remains pending in Court. 


Future Outlook 


The Company continued to consider its long-range 
objectives and to plan for future growth. 

In this context, during 1965 the Company and 
Bowaters Canadian Corporation Limited, in equal 
partnership, acquired control of Bulkley Valley Pulp 
& Timber Limited, the principal asset of which is 
a long-term Pulpwood Harvesting Agreement with 
the Government of British Columbia. This Agree- 
ment relates to approximately 9,000 square miles 
of prime timberlands in northern British Columbia 
and provides for the establishment of a major pulp 
and paper facility in that area not later than the 
end of 1971. Studies relating to this project are 
in progress. 

Considering the short term, the outlook for the 
Company is encouraging. Shipments of linerboard 
from the new mill to a major overseas customer 
under long-term contract commenced in January, 
1966, and the daily rate of production from the 
new mill is increasing. The Company anticipates 
that its production and sale of paperboards in 
1966 will exceed volume in 1965 by approximately 
70%. A strong demand for containerboards exists 
in the export markets and the high level of eco- 
nomic activity in Canada is continuing. These 
factors, coupled with the benefits of the tax holi- 
day applicable to income from the new mill, are 
expected to result in appreciable improvement in 
performance in 1966. 
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From Forest... ...lo Package 


Bathurst Division 
This Division is operated by the parent company, Bathurst Paper Limited. 
Timberlands 1,605 sq. miles of leasehold and freehold timber limits in New Brunswick 


Mills Bathurst, N.B.; Kraft, semi-chemical, sulphite and groundwood pulp mills, 
containerboard mill and boxboard mill 


Products Kraft linerboard, corrugating medium, boxboards and coated paperboards 


Chaleurs Division 
This Division is operated by the wholly-owned subsidiary, BATHURST PAPER (CHALEURS) LIMITED. 
Timberlands 1,475 sq. miles of leasehold and freehold timber limits in Quebec 
Mills New Richmond, Que.; Kraft linerboard mill and sawmill 
Products Kraft linerboard and softwood lumber 


Bathurst Paper Sales Limited 


This wholly-owned subsidiary operates as sales company for all paperboard and lumber products 
manufactured by the Bathurst and Chaleurs Divisions. 


Sales Offices Montreal, Que., and Toronto, Ont. 


Overseas In the United Kingdom, the company is represented by its subsidiary, 
Representatives BATHURST PAPER SALES (U.K.) LIMITED, London, Eng., except in the marketing of 
corrugating medium which is sold in the United Kingdom through the facilities of 
an affiliated company, ABITIBI! BATHURST (U.K.) LIMITED, London, Eng. 


Bathurst Containers Limited 


This wholly-owned subsidiary operates as a Division of Bathurst Paper Limited in the manufacture 
and sale of corrugated and wood products. 


Plants St. Thomas, Hamilton, Toronto, Etobicoke, Whitby and Lindsay, Ont.; 
St. Laurent and Montreal, Que.; St. Boniface, Man.; Lancaster, N.B. (operated by 
the subsidiary, BATHURST CONTAINERS (MARITIMES) LIMITED) and Napadogan, N.B. 
(operated by the subsidiary, VENEER PRODUCTS LIMITED) 


Products Corrugated containers, interior packing and other corrugated specialties; 
wood products, i.e., wirebound boxes and crates, pallets, cleated corrugated boxes, 
plywood and nailed wood boxes, and packaging grade veneer. 


Sales Offices St. Thomas, Hamilton, Toronto, St. Laurent, Montreal, St. Boniface, and Lancaster, N.B. 


Twinpak Ltd. 
This partly-owned subsidiary is engaged in the manufacture and sale of plastic containers. 
Plants Lachine and Granby, Que. 


Products Plastic squeeze tubes, bottles, boxes and baskets, produce trays, 
and other plastic containers 


Sales Offices Lachine, Que., and Downsview, Ont. 
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Consolidated Statement of Income and Retained Earnings 
for the Year Ended December 31, 1965 


1965 1964 


NOUS ales eee Mr tlre, pt aoe ioe es ES $51,136,450 $49,225,292 


Costs, excluding expenses shown below ................... 39,584,879 37,316,633 


Miscellaneous income (net) 


wi is eMavrMori hel 101 joule). 0 en teste. Ae celle Ne! © SeuLeiie ils. my ei /e) <6 


Selling, administrative and general expenses 


Portion of interest on long-term debt charged to expense (Note 5). 


alae] ores) Ruta 3) he, Ral Jp) vols) .0 1 (aiesyne he) wtp) te! et 8) (ell (oe ys) car..6) (ui ww. @ se) ee) (ecw) a, a: BY 8 


Income before providing for income taxes 


Provision for income taxes (Note 1) 


Net Income 


Retained earnings — beginning of year 


ay ga eth a fen lentes (pad wm) Me eras “eb ie ot ey te 


Dividends on preferred shares 


Dividends on Class A shares 


Dividends on common shares 


Wi sypkehe elle, obra We), vuelto) ley ey, eit 'e))-8) 6 uae e) wi hie. s)he. c0! 6) 


Piyoot os 4 


117,941 
11,669,512 
5,019,555 
64,348 
6,085,326 


2,017,399 
109,705 


2,127,100 


3,958,226 


1,804,000 


2,154,226 


ES a Fa Ua gra) 
21,475,953 


315,000 
1,000,000 
489,930 
1,804,930 


11,908,659 


274,426 
12,183,085 
4,715,182 
57,146 
7,410,757 


1,954,818 
133,527 
2,088,345 


5,322,412 
2,650,000 


2,672,412 


18,491,662 
21,164,074 


354,375 
1,000,000 
487,972 

~ 1,842,347 


Retained Earnings — End of Year............... $19,671,023 $19,321,727 


Total remuneration received by directors 


4s, GILECLOLSIOL OL CEL sine Minune ered: mman isda (ey i Sis tle $ 130,628 $.. 129,183 
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Consolidated Statement of Financial Position as at December 31, 1965 


Current Assets: 


Cashe nig ae Be ee ee 
Short-term: investments; at COSt 2252) oon ) .  e 
Income ‘tax récoverable> a: 22322 2a. 35 eee 
Accounts: receivable=1 ¢ 3 <5 i cotta oe ice ee 
Inventories at the lower of cost or net realizable value 

Product finished and in process, raw materials and supplies 

Pulpwood * 90-5 3. 2 5.c%es cats wutcreecle ee eae 
Unexpired insurance and prepaid taxes .................... 


Current Liabilities: 
Banker’s-acceptances = 2 2s, ose. eae 
Accounts payable and accrued liabilities .................. 
Taxes, other than’ on jAG@OMe 22>, hea cee ee 
Interest’ accrued on long-term:debt = 9295. 2238 eee 
Dividends: payable s.203-4 ) eke jie) cacege nla hed ee ee 
Long-term: debt'due within one year... ...0.0....0% 40.08 


Working Capital’ 2.2.3.0 .40 0 eee 

Construction Fund in Hands of Trustee ............... 

Investment in Shares of other Companies, at cost...... 
Deferred Charges: 

Preproduction and start-up expenses—new kraft linerboard mill . 

Deferred charges and other miscellaneous debits (net) 

Unamortized discount and expenses on long-term debt 


Total Assets, less current liabilities 
Accumulated Income Tax Reductions 
Applicable to Future Years (Note 1) 


Long-Term Debt (Note 3) = 5... 32.2 a ee 
Shareholders’ Equity 


Represented by: 


Capital stock (Note 4) 
Retained earnings 


Approved on behalf of the Board: 
R. L. WELDON, Director R. A. IRWIN, Director 


1965 


$ 613,941 
855,919 
95,000 
8,797,360 


9,146,492 
6,666,662 
192,382 


26,367,756 


5,000,000 
7,577,966 
LW Re ie: 
1,029,329 
451,386 
486,620 


15,282,874 
11,084,882 


2,996,106 


3,417,355 
659,767 
1,222,016 


2990 38 


102,779,083 
34,127,050 


68,652,033 


87,632,159 


5,742,000 


36,037,836 


$45,852,323 


$26,181,300 


19,671,023 
$45,852,323 


1964 


$ 919,534 
10,978,609 
900,000 
7,106,892 


7,973,047 
5,815,000 
251,709 
33,544,791 


4,335,121 
710,283 
1,033,740 
451,095 
163,281 
6,693,520 
26,851,271 
4,583,509 
477,127 


426,896 
923,398 
1,240,016 
2,990,310 


82,770,632 
31,856,496 
50,914,136 
85,416,353 


3,970,000 
36,045,926 
$45,400,427 


$26,078,700 
era Weds 
$45,400,427 
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Statement of Source and Application of 
for the Year Ended December 31, 1965 


Funds 


1965 1964 
Working Capital at Beginning of Year: 
PROM LOL IWCRUICI tema Mire Oe eS Pe a a $10,978,609 $ 2,624,110 
Funded debt calledforredemption .......... BRN ry = (4,690,500) 
Oiicivoriimcanitdler tee ee ML ea tee, Me 15,872,662 14,003,059 
EE STS PCRS SM Ries i aca a at ON Pe Sl 26,851,271 11,936,669 
Add: 
Funds Provided: 
NGINCONIC Cen Ga Lam fee wih mrt os hy ea 2,154,226 2,672,412 
Provision for depreciation and depletion ............... 2,127;200 2,088,345 
Income tax reductions applicable to future years ........ 1,772,000 3,550,000 
Construction fund withdrawal (deposit) ................ 4,583,509 (4,583,509) 
Long-term debt increase (decrease) .................. (8,090) 35,272,412 
Proceeds from capital stock issues ................... 102,600 6,001,200 
10,731,345 45,000,860 
Deduct: 
Funds Applied: 
WaDitd MEXDETICICULES NICU Von ee oS LR Oe esa eke e's 19,864,997 26,632,679 
Preproduction and start-up expenses — new kraft 
PIECE OORT Manta a rr ern. Cue Se cee 2,990,459 368,619 
22,855,456 27,001,298 
Increase (decrease) in other deferred charges ........... (281,631) 1,286,113 
Investment in shares of other companies .............. 2,118,979 (43,500) 
Dividends: 
EET Ore esa CS men a4 eit y es sin 6 fe sis aioe aya 315,000 354,375 
METS TMs ice 2 Re poe LR a ee 1,000,000 1,000,000 
GonunoniasiialeSaat Weel wins No bec atangs oh e am 489,930 487,972 
26,497,734 30,086,258 
Working Capital at End of Year: 
Soe Ten MGVOStNICUtS Gea tk 2G yu ik weeks oe baw Pe 855,919 10,978,609 
SRS Mere lalel Vole] toc Se ee eo ee (5,000,000) = 
Gynkter (ald wht ater ofc] 0 eae ee em ose Oy oe er 15,228,963 15,872,662 
LRT ot RIA, MANE ST eR bree aS i ne er $11,084,882 $26,851,271 
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Notes to Consolidated Financial Statements as at December 31, 1965 


Note 1 - Income Taxes: 


(A) The company’s practice is to exclude from earnings and to set aside as “Accumulated income tax 
reductions applicable to future years” reductions of income taxes arising from: 


1. Accelerated capital cost allowances. 


2. The excess of capital cost allowances over depreciation charged in the accounts in respect of 
the new kraft linerboard mill, which represents an extraordinary expenditure relative to the 
normal capital expenditure programme of the company. 


3. Certain expenses claimable for income tax purposes in the year incurred but subject to amortiz- 
ation in the accounts over future periods. 


(B) The company’s earnings do, however, include reductions of income taxes to the extent that normal 
capital cost allowances on expenditures other than the new kraft linerboard mill exceed corresponding 
depreciation charged in the accounts. Such reductions in income taxes amount to $324,000 for the year 
1965 and the accumulated amount of such reductions is $1,228,000 at December 31, 1965. 


(C) Income taxes which normally would have been payable in respect of reported income for 1965 
amount to $2,128,000. This amount is taken into account in the determination of net income for the 
year as follows: 


Provision for income taxes deducted from income — 


Credited to “Accumulated income tax reductions applicable 
to future years” pursuant to (A) above .............. $ 1,772,000 


Payable, included among current liabilities ............ 32,000 $ 1,804,000 
Amount included in income pursuant to (B) above ......... 324,000 


$ 2,128,000 


Note 2 - Properties, at Cost: 1965 1964 
Land, buildings, machinery and equipment ................. $95,136,911 $49,066,312 


Less: Accumulated: depreciation.”..¥. 44), a eee 30,861,387 28,709,928 


64,275,524 20,356,384 


Timber leases and licences, freehold timber limits and 
water power rightS ce.) 7) oye ei eee 7,642,172 7,642,172 


Less: Accumulated; depletion’ 22 4.5) sanwenn eee ee 3,265,663 3,146,568 


4,376,509 4,495,604 


Construction in progress—new kraft linerboard mill _......... 26,062,148 


$68,652,033 $50,914,136 
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Note 3 - Long-Term Debt: 


Funded Debt: 1965 1964 
First Mortgage Bonds — 
Series A— 
5.60% Serial Bonds — maturing $2,500,000 
annually January 2,1967to1969 ............ $ 7,500,000 $ 7,500,000 
6% Sinking Fund Bonds — 
MAtunINelanuary crt O49 en) a, ee eh 17,500,000 17,500,000 
25,000,000 25,000,000 
Debentures — 
Series A— 
6% Sinking Fund Debentures — 
maturing Janlaty.2,A9C4 hr ec oe 10,000,000 10,000,000 
Ota UNOedsleDte on: wont ese one | 35,000,000 35,000,000 
BY ele Pavel BST SHAM Ter © Ae OR ale Gale Je Oar ee. ace a ane 1,524,456 1,209,207 
Representing unsecured notes and contractual obligations 
payable, maturing $186,620 in 1966, $432,204 in 1967, 
$250,232 in 1968 and the balance in varying amounts 
to 1979 i a al oA Pee ee 
36,524,456 36,209,207 


Less: Sinking fund payments and instalments on deferred liabili- 
ties due within one year, included with current liabilities . . 486,620 163,281 


Total Gone-l erm: Debt: a eee. een. iss $36,037,836 $36,045,926 


The 6% Sinking Fund Bonds maturing January 2, 1984 require annual sinking fund payments on July 2 
of $200,000: in 1966 to 1969, $1,000,000 in 1970 to 1983 and the balance of $2,700,000 to be retired 
at maturity. 


The 6% Sinking Fund Debentures maturing January 2, 1984 require annual sinking fund payments on 
July 2 of $100,000 in 1966 to 1969, $550,000 in 1970 to 1983 with the balance of $1,900,000 to be retired 
at maturity. These Debentures are accompanied by share purchase warrants in bearer form entitling the 
holders thereof to purchase, at any time up to January 2, 1974, common shares of the company at the 
rate of ten such shares in respect of each $1,000 principal amount of Debentures, Series A, at the price 
of $20 per share. 


Note 4 - Capital Stock: 


Preferred shares of the par value of $20 each — 1965 1964 
Authorized — 600,000 shares 

Issued — 544% cumulative redeemable preferred shares, 

Sesiscries —- s00,000.,shares’ ww Pt oo Se ws $ 6,000,000 $ 6,000,000 


Class A shares without nominal or par value — 
Authorized and issued — 400,000 shares .............. 14,400,000 14,400,000 


Common shares without nominal or par value — 
Authorized — 3,500,000 shares 
Issued — at beginningofyear ......... 975,060 shares 5,678,700 5,677,500 


Subscribed and issued for cash during 
year, including 30 shares on purchase 
warrants accompanying Debentures . . 6,030 102,600 1,200 


981,090 shares 5,781,300 5,678,700 


Pager $26,078,700 
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Subject to restrictions contained in certain covenants in the Trust Deeds securing the First Mortgage 
Bonds, Series A and the 6% Sinking Fund Debentures, Series A, both the preferred shares and the Class A 
shares are redeemable, at the option of the company, on thirty days’ notice; in the case of the preferred 
shares at a price of $21.05 per share, and in the case of the Class A shares at $65.00 per share. 


The 1963 series preferred shares are entitled to fixed cumulative preferential dividends at the rate of 544% 
per annum on the par value thereof. The Class A shares are entitled, subject to the rights of the preferred 
shares, to fixed cumulative dividends at the rate of $2.50 per share per annum, and are convertible at 
the holder’s option, at any time, into common shares on the basis of two common shares for one Class A 
share. 


Dividends on the Class A and common shares, other than stock dividends, are subject to restriction under 
certain covenants in the Deeds of Trust and Mortgage securing the First Mortgage Bonds and Debentures. 
As of December 31, 1965 these restrictions were not operative. 


Both the preferred shares and the Class A shares are nonvoting except when in default in the payment of, 
in the aggregate, eight quarterly dividends. 


Of the authorized but unissued common shares: 


800,000 have been reserved for issue upon exercise of the conversion privilege attaching to the out- 
standing Class A shares. 


29,000 have been reserved for issue under the Executive Stock Option Plan authorized under By-law 
“L”, sanctioned by the shareholders on February 25, 1963. As at December 31, 1965, options 
for 25,000 shares have been granted to certain full-time employees of the company including 
10,800 shares to those serving in the capacity of director and/or officer of the company. The 
options were granted at prices of $17.00 for 22,000 shares and from $17.50 to $23.50 for 3,000 
shares and are exercisable in twelve-month periods commencing, respectively, in 1965 as to 
7,000 shares, in each of the years 1966 to 1968 (inclusive) as to 5,800 shares and in 1969 
as to 600 shares. 


99,910 have been reserved for issue upon the exercise of the subscription rights evidenced by share 
purchase warrants accompanying the 6% Sinking Fund Debentures, Series A. 


Note 5 - Interest During Construction: 


In addition to interest charged to expense, interest amounting to $1,652,808 was capitalized in 1965 as 
a cost of construction of the new kraft linerboard mill and represents interest on funded debt of 
$2,070,000 less interest earned of $417,192 on the short-term investment of the company’s surplus 
funds. 


Note 6 - Commitments: 


As at December 31, 1965 the company was committed with respect to the following: 
Contracts approximating $1,350,000 in respect of cost of the new kraft linerboard mill completed in 1965. 


Leasing agreements covering certain assets, mainly woodlands equipment and automobiles, involving 
annual rentals of approximately $1,000,000 running for periods up to 7 years. 


Note 7 - Contingent Liability: 


The company and its container subsidiaries, together with other companies in the containerboard and 
shipping container industries, have been indicted for an alleged offence against combines legislation, 
during the period from 1947 to 1954. In the opinion of counsel, the outcome of proceedings under the 
indictment is at present indeterminable. 
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Auditors’ Report 


To the Shareholders of Bathurst Paper Limited: 


We have examined the consolidated statement of financial position of Bathurst Paper Limited and 
subsidiary companies as at December 31, 1965 and the consolidated statement of income and 
retained earnings for the year ended on that date. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion, the accompanying consolidated statement of financial position and consolidated 
statement of income and retained earnings present fairly the financial position of Bathurst Paper 
Limited and subsidiary companies as at December 31, 1965 and the results of their operations for 
the year ended on that date, in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


We also examined the accompanying statement of source and application of funds for the year ended 
December 31, 1965 and, in our opinion, it presents fairly the changes in working capital for the year. 


LN 


Montreal, February 18, 1966 Chartered Accountants. 


BATHURST PAPER LIMITED and subsidiary companies 


Ten-Year Summary 1965 1964 1963 


Sales, Income and Dividends 


Net Sales $51,136,450 $49,225,292 $44,008,390 
Net Income 2,154,226 2,672,412 1,938,960 
Dividends Declared — 544% Preferred Shares 315,000 354,375 — 
—s Class A Shares 1,000,000 1,000,000 1,000,000 
— Common Shares 489,930 487,972 365,625 
Depreciation and Depletion $ 2,127,100 $ 2,088,345 $ 2,226,363 
Net Capital Expenditures $19,864,997 $26,632,679 $ 2,772,719 
Financial Position 
Working Capital $11,084,882 $26,851,271 $11,936,669 
Properties (net) 68,652,033 50,914,136 26,369,802 
Other Assets 7,895,244 3,067,437 1,456,205 
Long-term Debt 36,037,836 36,045,926 773,514 
Accumulated Income Tax Reductions Applicable to Future Years 5,742,000 3,970,000 420,000 
Inventory Reserve eas = = 
Shareholders’ Equity $45,852,323 $45,400,427 $38,569,162 
Represented by — 514% Preferred Shares 6,000,000 6,000,000 — 
_— Class A Shares _ 14,400,000 14,400,000 14,400,000 
_— Common Shares 5,781,300 5,678,700 5,677,500 
— Retained Earnings 19,671,023 19,321,727 18,491,662 
Production 
Tons of Containerboards 149,722 135,557 125,429 
Tons of Boxboards 41,503 36,337 37,522 
Tons of Corrugated Products 121,453 120,381 105,671 


Tons of Pulp for Sale 


Number of Shareholders 


Preferred 
Class A 
Common 


1962 1961 1960 1959 


$38,667,599 


$39,675,852 


$42,788,269 $39,244,887 


1,619,860 1,979,270 1,863,626 1,813,414 
1,000,000 850,000 800,000 800,000 
325,000 81,250 a nib 
pee, 115,813 $ 2,045,210 $ 2,077,984 $ 2,014,989 
$ 1,913,673 $ 2,826,155 $ 2,891,233 $ 1,871,659 
$12,691,223 $12,604,426 $12,831,125 $12,830,283 
25,823,446 26,025,586 25,244,641 24,431,392 
943,142 895,494 935,277 914,299 
6,174,484 6,537,039 7,070,596 7,299,153 
$33,283,327 $32,988,467 $31,940,447 $30,876,821 
14,400,000 14,400,000 14,400,000 14,400,000 
965,000 965,000 965,000 965,000 
17,918,327 17,623,467 16,575,447 15,511,821 
118,714 103,532 119,330 103,602 
37,411 31,844 32,236 30,368 
104,888 101,575 101,024 9/,070 


1,142 


1958 


$35,238,248 
1,546,663 


800,000 


— 


$ 1,837,771 


$ 2,047,917 


$11,935,449 
24,574,722 
1,064,846 


7,711,610 


$29,863,407 
14,400,000 
965,000 
14,498,407 


1957 


$35,048,470 
1,543,172 
1,200,000 
325,000 


$ 1,695,090 


$ 1,115,690 


$11,956,233 
24,123,331 
468,904 


7,700,500 


1,420,180 


$27,427,788 
14,400,000 
965,000 
12,062,788 


91,485 
24,835 
86,218 

8,458 


1956 


$37,770,300 
3,043,752 
1,400,000 
487,500 


$ 1,627,099 


Seto}. 


$11,917,973 
24,428,991 
525,874 


8,264,500 


ASB 722 


$27,409,616 
14,400,000 
965,000 
12,044,616 


117,918 
25,624 
92,960 

15,008 


BATHURST PAPER LIMITED 


and 
Major Subsidiary Companies 


BATHURST PAPER (CHALEURS) LIMITED 
Head office, New Richmond, Que. 


BATHURST PAPER SALES LIMITED 
Head office, Bathurst, N.B. 


BATHURST PAPER SALES (U.K.) LIMITED 
Registered office, London, Eng. 


BATHURST CONTAINERS LIMITED 
Head office, Toronto, Ont. 


BATHURST CONTAINERS (MARITIMES) LIMITED 
Head office, Lancaster, N.B. 


VENEER PRODUCTS LIMITED 
Head office, Bathurst, N.B. 


TWINPAK LTD. 
Head office, Lachine, Que. 


Affiliated Companies 


ABITIBI BATHURST (U.K.) LIMITED 
Registered office, London, Eng. 


XANFOAM OF CANADA LIMITED 
Head office, Toronto, Ont. 
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